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me vanding machines cost thm—ﬁve CONtS
western Ball’s temitary coct wventy-
me Coca Cola cos'u betwesn

in 1979. » Coca Cola fro_‘m so

(¢.35) while a cal from 8 public talephone in South

Todav. saventesn yeors igter, the sa
while the same call from “a public wlophone n

it would thus appear

five cents (3.26).
sixty cents (8.60) to 3 dollar ($1.00},
¢ territory still costs Twenty-five cents (3.25).
products in a Kighly compotmve murket hava nn¢reasqd, but
The effect

Southwestem Bell’
that the coets of vendad
the regulated cogts of pay el
of regulation has been 10 keap the rot

sphane services has ra-namod proficially low-
os for sent-paid Jocs! pay reiephona sqv‘sce.balow i

cost with a aubsidy from other services through the rate case procass.

. ]
In reviewing the proposed rule, the Commission hae made a3 pre-

telephone c.pll is twanty
tha actual cos1

dstermination thet the appropriate rate for a semt-paid local pay
five cents (3.25). Thie rate was propased without any determmation of
of providing a sent-paid lacal call from a pay telephone. Insmad, the Comrn!saon

moving forwerd in 3 rule-making procesding, which, by its very nature, j
for the developrnent of a record to suppOrt any rate determination. |

Southwastarn Beli's public pay telaphone rsta was emblished by thq
state-wide hasis. Thls rate h
. :

inge. For th;a majoritv o
‘ed for Southweste

dq&s not alio

Commigsion at twenty-five cents {6.26) in 1973 on &
beeh teft unchangad through at least six pensral rats proceed

the last seventeen years, there hes not been co3t information fi
in the gbheral ra‘tet desig !

there has bopn an :mpﬁc:ip

Bell’'s public telephone sarvice 8s it was a rate that was set
portion of the rate cages. (n the absence of the cost scudies,
enty-five cont ($.25) rate {or sent-paid lacal ca!ls ix aubsidlz
The prelimmary results

recognition that the tw

by other services offered theough the public telephones.

costing mformation recenty performed indicates that Southwestem Bell’- pos't
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wide basis in Texas is approximately forty)
commiciioh. ‘ }

providing a sent-peld local call on o State-
cants ($.40) per cail, not including the axpensas associated with
While sent-paid loc?! cullu may not be secovering the Costs!: of pr

gervice on d state-wide basis, sn rexnmmeu

ovi r

Southwastarn Bell‘s public telephone

ghould also be made as 1o whethar the costs are secovered bussd upon ali servic

offerad throuph & pubfic tetephone such as intra-LATA toll, operator suw:es, czcll
]

nize that pleh sewwcT

Th-refor

Before undertaking this examination, It is important to recog

offered through public telephones has its own costs that must be rocovered.
;ate inquiry is wnather the contribution from other semces i§ wﬁlcm
The answer

the more appropn
to recover the costs of pravldlng pubfic telephones oh en overall basls,
that inquiry (s ves; in general Southwestern Bell's public talephons se1w:e= is prof'rtabk‘
This not true for ell of Southwestem Bell's public telephones, howaver.;as th.‘rs ha's
beeon an increase in the compstition in meny of the other services oﬂere& through th
pubhe relephones guch af iMra-LATA totl and operator senvices. For exlmp'a, Ovei' Thi

last eighteen (18) months, Southwestem Bell estimates that it has lost 30% of fe iy
LATA toll traffic from public telephones by end-users dialing = 1OXXX~ aodes or 11-800"
codes so thet intra-LATA toll calls are carried by the interexchange can'iers Furthe
whita approximatety nearly 70% of the revenues from public telaphones are frOm local
cealling, 93% af the local caling is on a sent-paid basis {sxcluding inmate WJ ™
means that the vast majority of the caliing from tha public telaphones is locel calhng
most of the local calling is being provided at a non-compensAory rate. | As reven
from the othar services that help suppert the placement ot public telopboms i
declining, it should be no surprise that Southwestemn Bel has already eroved 8 030

10 7,000 public telephones over the last two ysars 83 bang uneconormcai

S i
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. be provided st non-compensetory rates.

i ]

This trend will certainly ::ontinuo_ in the future if sent-paid m}l calix "“4
in the post HB-2128 envi ment, pay
SouthwesternliBell's, pub!ij‘

- ! - - -
talephone servics tg axpressly recognized as being compatitive in the legmgat-on 3s it ig
PURA 85. In such

included in the Basket I} Competitive Services. Section 3.356(al5).

: I ]

& competitive environment, indlvidual pay tsiephOnss, of groups of pay tolILphon_ea, will
{

Eve

teisphone service must be evaluatad o0 16 OWN meTits.

have 1o be evaluated to detenmine whether they warrant remaining In sprvice.

though @ pay telephone, or group of pey telephones, might have a large nu;mber of sent-

paid local calls, [f they do not have 3

sufficiert amount of other revenues 1o subsidize

the nen-compensatory jocal call retes. the

y may have to be removed. In this reg

T TR

e e

- ! ,
estumates that between 20,000 to 30,000 of its 86,000 Tex

Southweastem Ball
re in dangec of ramoval if the sant-

public telsphones are only marginally profitable and &
reability of the teigphoncs.’

pald local eall Tate is not increased to improve the prof
All provideds

These concamns are not sotefy thoss of Southwestern Bell.

of pay telephone services must eddress these same issues and make simild!r ovaluatio

In order for any provider 1o be compatitive, it musT be assured thet there is 8 resson

opportunity for every pay relephone in the fisld 0 make a profit. : i has

| .

> This could have 8 remandous impact on thoss publc telephones that could be
considered public interest or public nead talaphcnes. While there may bel debate aboirn
what constitutes a public nsed pay telephone, it wolld be fair to prob include pay
taiephones at such locationt 2$ housing projects, public tacilities, nelghborhood stor¢
n ur\derdeve!opod areas. city parks, etc., which typically heve less tratfic thbn r
iocations. Southwestern Beil bas a large number of locations thet could be considered
public need. For exampte, while Southwestem Bell estimates that it hoe ppproximastgly
70% of the pay telephones, it only has approximatety 60% of the pay telgphone trathic.
i1 a rate-of-retum snvironment, public naad pay telaphones cowd be suptained on the

basie that the company’'s oversll revenues were reasanably protected iwith the
The same iz a0t rue in B cO

compensating sent-psid local call rata.
marketplace without rate-of-return residual a1 making. !
6 | ;
P
o
i
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. allows all p8

- logal calls, A maximum rete of fitty carrt ($.50) recopnizes thase realldes.; T'h«s, amo

rveton that in those instsnces when It remcwes one of It
itis unproﬂtnblo and i1 is subsequently replaced by
sy 1eiephona is alsd removed within shn months

ona pay telephone providar |s osually no

!
[

Southwestern Beil's obse
public 1siephones on the basis
privats pay telephone, tha private b
shor. 8 locution that is not profitable for

profitable for sny pay telophons provider:

In order to assure that pay telaphones
con remain profitable in this new regulatory envmmmom.,
-amoum tha

that have a mponder&hu‘ o"f sent
th

+

paid local calis

Commission should sstablish the ment-paid local caff maximurm rate at an
|

vy telephone providers an opportunity 10 make such t&lephones prdﬁmble

and pliows The marketpiace 1o work. in that regard, Southwestem Ball wgaaste tha

the rule should spaclfy that the mexinum rete thet can be charged for sént~pa¢d loc

calis is fifty cemts (4.50). Sertting the maximum rate at fitty cents ($.50) does not
afl reves will immediately rise 1o fiity cants (8.50). Aftor afl, this ts 8 hqghty uompeutlv
business. Ratas may vary 3Jeaording to geography, foot traffic, frehuenqv.

.Moreover, settmg the maximurn rate to fifty cents {($.50) insures appropﬂate co
Use aoma facilmas a

o!morer than ¢

recovery in a number of special sluations. For example, beca
used infrequently, cencessioneiras et places tike football stadiums charg
charged outside the stedium. Thiz does not mean & non-compatitive mal'ket, tt simp!

refiects Thet fixed COSt recovEry MUST occur one day @ week rather than sévan The

tetephone business is similer; to imnsure wide avalabllity of pay rc)ephonaa a‘t publ

places {e.g., Erwin Center end Memorial Stodium) the Commission rn‘ust take in

account that talaphones placed there are used mfrequently, and even tharlx pnmanly for

should allow pay teiephone providers 2 reascnabic apportunity to make Aem-pald loc]
|
7 '.

l
’Y
i
'
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-3 innum that those public interest pay telephon

calls profitebte. It wifl also help
distance toll calls or mnet.rovernues t

focations that do not generate sufﬁael'n long
ocations. j

a set proﬂublo cen tre maintained at their present |
5, the only comment

make
At the tima of the public haaring on October &, 198
to fifty cents (3,60} was by; Consumer’

aguinst reising the jocal pay telephone rate
$.25

Logluam intended the rare to bé Twenty- -five | cems {
it in the future 10 require the rate ?o be hlgherl
g that the Logislature wgnmd 10 leav

Unien who stated that tho
until something happens 8l s0meé poi
There is nothing in the Legisiative history indicatin

the rana at twentv-five cants {8.25). Vo 1he contrary. the Legisiature conei:darod severdl

higher amounts in early drafts of the PURA 95. It wae in the final houra of
Legislative session that any spocific ceiling was roraoved fram the Legislption and
Caommlgsion was charged at setting an appropriate ceiling. This demonstratas
egisisture that this Commission shouk! exercise nI
nicatione regutation in dorerrmnmg wMt
s frorn pay tniopl{_wnes. The

Comrriission shou

intention on the part of the L
~spucialized expertise” in the area of telecommu
wautd be sn appropriate charge for sent-paid Jocal cal
certeinly was no indication of eny intent by the Lagisisusre that the
establish the current rate by rule without any inquiry mto what md be &h

approprlate rars.
The fegislature has praviously endarsed fitty cents {$.50) a8 an appropriate

local rate in some circumatances, In §3. 306. hotels and motels ars precluded fro:ln

charging more than fifty cents (5.50) for a local call in which operator -u#stance is not
jusiifiad as thaq SOFVATE MU

used. Sursty, s fifty cent {9.50) pay telaphone rato 8j
In the hiptol situation,

recover g)l of the costs of keeping the service operational.
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admintstrative, room to room, and oPmer uses share the sxpense of the relephone
! !

system.

F«nally, it should be noted that 2 number of other states Have alreudy

adopted ratae aflowing pay relephone providers 10 chargs Maximumn ratea m excess O

five cents (6.25) for local pay telephone calls. For sxampie. gix stazes inéluds

Twenty
North Dakota and WASCONSM Now allow th«rty—ﬁv

finois, Nobraska. Wyoming. lowa,
cents to be charged per cail and Wisconsin has de-teriffed pay tolc?hones. T

$.36)
Keﬂtuéky an

states ullow
Soyth Carofing) and o

a local overtime optian, some with caps Up to B doliar (a.g..
ne nl)ows £.2S per minute with na cap Gi.e., Mlnlssuppil i Whr(T

athet states have ot moved 10 mcrsaso pay telephane catas, many allow puv tolepho

providers to eharge rates tor sdditional services to recover costs that a{xo oresent!
\ i

recovered in genersl revenues (e.g., charges for local directory gssistance services fro

pay telephones). In its application in Docket N
for Directory Assistance Services?, Southwestem Beli astablishad thet t!;'-ere isa ::I

to provide local directory assistance sarvices from its public telephonex.
local leoctory Ass:stm

0. 10381, relating to chanélng the rate

Commission denied Southwestern Bell’a request 10 chasge for

from any pay telephones. Therelore, in addition to the total revenues from all servi

public telephones having to subsidizs the costs of sent-paid locat calls thos
rviGos

otfered at

ravenues also continue to have to subsidize the casts of Directory Asszsthncs e

i

: Consolidsted Dooker Now. 10381, 10122 & 10123: Abflicauon of
and Restructure Rarg tor Dmactorv

Southwestermn Balf Telephone Company 10 Change
Assistance; Public Utility Commission of Texas. !
!
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offered trom public telephonas.> Accordmaly. thats i8 NO basis to maéntain f.' artiﬁaily’

{

low rate in Texas of rwenrty-five cents (9.25) per sent-pad local calt whan the trcnq

across the country is to the contrary.

1.
Charge for 800 Calls

Southwestem Bell is concerned about the language In The ruliz that: .uowf

get-use chargas af up to twenty-five conts (8.25) per 800 number call di+l¢d oQ @ pa
problem this creatas is that the Fedaral (:ommunicaﬂom'l:- Comi:'nlssio
local calts from pay telephones 10 tha Tehoomnwniéuﬁon's RohJ

Momorondum-Ordnr, C¢Z boc:ket 90-
must ngt

telephone. Ths
has ordered that
Service ("TRS™ Centars must be fres of charge.
571. Relessed August 26, 198E. The rule states that imposition of use 7)
be incansistent with fedaral law. Proposed Aule (h}(1)(B). As the prar%osed iseatio“\

{h)(1)(D) specifias axceptions for calls to long distance carriers, an add‘nic'f\al ax'.cumion

should be listed for calls 1o Telecommunicstions Relay Service Centers.

m .
Enforoemer of Pay Teleplone Rulas X ‘

The proposed rules require that 3 dominant certificated tdec:ohmdr@icatiorls
i H

utility nat provide customer-owned pay telephane service 10 BNy pereon untll thet persdn
- b

i 1

L

|

3 It con slgo be said that ths costs of providing local Directd) Askisum%e
service from public relephones ia subsidized by other Directory Aumn%}:vics. o
the axtent that sl revanues sssociated with public telephones are corsid in; vio'

the profitabllity of the public telephones, the costs of providing those pther Gervichs

must also be considered. | l
10 Tl

|
t
i
¢
t
1
1

|
|
|
|
|
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ragssterod with the Commmssion, wtuoh apparmﬂ
rovided Proof of Regtsmmon form
mcumbent 1ou(al exchung

has provided proot that they have

will be by suppiyihg 8 copy of a Commission P

Section 23. 54lb)(2l. Tnis provision eftectively makes the

company the erd

porcer of the Commiseion’s new pay tslephoneé rules. Furthor t

l
provision has No effect on the provision of pay relephone services from nl'on-dom
ceruficated te!ooommamcsuona utilities, i ?

!
Specifically, in the past the Commission has not had -tropg power T

ne setvice and hae :omaﬂmoc atte

regulate the promclon of private psy telepho
the ceortificaisd jocal excha

to do 80 through rules and regulations in the toniffs of

This has been an exwsmaly compstitive roarket and thorie have bee
|

companies.
complaints about the local axchange companies being in the position of bpt

prime market locations. The Commission hs instint
I

arcement actiorns over the years and | has th

t anforcin

the rules and competing for the
_severa! investigatory and enf
sxperienced first-hand the magnitude of the probiems that cen exist inntho indu

There will always be n considerable amount of competition in the pay wbphnna ‘m::l
Thie has bsen recognized by the Legislature by inctuding the provision taf pubiic P

relaphone services in the Basket Il gervice in the PURA 95, Sec‘tsoq 3 355(3)(

PURA 96. Giving the local exchange companies the ability 1o deny th? provuuon f
n & carnpetitar's compliance with the Comr;-uwan ‘s rulgs
the industry and croate appor:unm“ for claw

compettive services based upo
only serves 1o increass the animosity in
of anti-compaetitive conduct,

toreover, the Commission now has real enforoe
the Commission also has becn gtan

ment toois }o deai directdy

with viclations of l‘r.s rules. Additionally,

additiona! authorltv in the enforcemant of adminigirative penaltros the re

1l
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Logiaiative sassion. PURA 95, §1.3215. The Commission should seek to, sxercise its

jurisdiction in this regard rather than to continue
Southwestsrn Befli’s teriffs. A turther problem is the pr
Y telephone semc%

registration frequirement only applies to customer owned pa
‘ l
ant certificated telecommunications utilities. Inidally, n-noh is no suc

1o enforce I8 rqies through
owvigtan That the pmof ofl

provided by domin
term in the PURA 95 as
This torm has been created In proposed amendmerts to the Commission”
Rules in Project No. 14372. Southwastsm Bell will be filing cornmentc in tha
ne why the Commission should not chate ;a non

*domihant oertificated tdecommumcatrons unltw’ (DCTU)
s‘l Substanﬁvl

proceeding addressing the réessd
statutory smtity called s dominant centificated telecommunications utllity m!tha revlsw

Suttice 1t to say that tor purposes of the proposod
such an entity as nionly crsatns

of its substantive rules.
telephone nidss that it is 1o1ally inappropriste to create

confusion and resuits 0 the misinterprotation and misapplication of the prov:saons of

PURA 85 I_ |
For example, in the area of customer owned pay telephona lserwces, mL
requirerments of proof of registration would onty apply 1o the incumbent Iolcal exchangp

company and CCNs, COAs and SPCOAs who have geined such market} power 88 Y

classity themseives into the dafinition of 2 dominart certificated telecommunlcatc

utility. {t Js unlikely that Other CCNs, COAs or SPCOAs will fall within that deﬁnj'u

in the near tem. This means that 8 potential customer of customaf ownod
relaphone services will only have to demonsirate proof ot rchstmt[tan wnh d#

Commission if they purchae 1heir actess from an incumbaent locat excharpga compam}

This leads 1o question the purpose of the proposed rule; ia it to insure cm!npllar’;ce

the Commvsmon 5 registration rpquln:mcnts ar Iz It 10 encourage non—oomplmnt prcw:

COAs apd SPCOAS?

to purchsse their sesvices from non-dominant CCNs,

Southwaestern Bell balleves that the Cammission’s inteat bahind the rule i
ti;oweve;r,

[

13 | l

compliance with the registration requiraments. This intent is not the r«liult.
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ncourage non-registered entranta o the pay tel )

~ . ; <
om noh-dominant CCNs, COAs and SPCOASs. |
Commission only ‘ has ’imit

as ft'only sarves to ¢

purchaso their services fr

Southwesterm Bell recognizes that the
s in the PURA 95, (tig theretors incumbpent upon

jurisdictian over COAs and SPCOA
ction with the jurisdicu,lon It retain

Commission to seok 10 balance that limited jurisd
over the incurmbent local exchange companies. The Commission should n%:t be blacin

such regulations on services offered by

fh- incumbem {ocal exchange I’mpapies
torn NON-goMminant cafriers in order to escap
|

would encourage customers to purchésa {
regulations are designed ,toZpromota th

Coramigsion regulations. tf the Commission
V", .
than the Commigsion Must examine e rule

categonies craated by thqi Legisistuts.
that have the eﬂoqlt of chargin
: |

encourage violators 1090 w
! |

public interest and consumer protections,
in light af the difterent telecommunications
Accordingly, the Commission ehould nat includs rules

Southwestern Bell with the enforcement of the rules or
non-dominant cerrier for services. ;

Respactfully submitted, :

Edward L. Eckhart
Geners| Attorney-Regulatory

j
|
- |
Bar Card No. 11726450 !

G. MICHAEL BAUER |
DAVID F. BROWN o
CHRISTIAN A. BOURGEACQ * |
JOSEPH E. COSGROVE, JR. '
ROBERT J. GRZYMALA ;
THOMAS J. HORN !
JANETTE BOYD LANCASTER |
» Admittad in Missouri i

{

BELL TELEPHONE COMPANY - !

1618 Guadslupe, Room 600 j
Austin, Texas 7870t ! )
(612) 870-6713 ' '

ATTORNEYS FOR SOUTHWESTERN |
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Before the
PUBLIC SERVICE COIVMISSION OF MARYLAND

In the Matter of the AT&T Petition for
Suspension and Investigation of the Tariff
Revisions of Bell Atlantic - Maryland, Inc., filed
and approved under Transmittal No. 989,
Establishing Rates and Charges for Pay
Telephone Line Services, and Transmittal

No. 995, Concerning the Withdrawal of IXC
Coinless Telephone Service, Semi-Public
Service and Public Telephone Service

Case No.

BELL ATLANTIC’S OPPOSITION TO
&7’ |
B ']- . SI i

Bell Atlantic - Maryland, Inc. (“BA-MD”) respectfully submits that the Commission
should dismiss the petition filed on March 28, 1997, by AT&T Communications of Maryland,
Inc. (“AT&T”). AT&T’s Petition 1s a baseless and belated attack on tariffs which have already
been reviewed and duly approved by this Commission. |

AT&T asks the Commission 1) to institute an investigation of BA-MD’s revised pay
telephone tariff which was approved by this Commission on March 5, 1997; 2) to direct BA-MD
to reduce BA-MD'’s intrastate Carrier Common Line (“CCL”) charges to reflect the “removal” of

alleged intrastate subsidies and the alleged “increase” in payphone compensation that BA-MD



N R ’
\

will receive from interexchange carriers (IXCs); and 3) to declare that beginning April 15, 1997,
CCL revenues will be subject to refund for'the CCL reductions requested by AT&T.

AT&T’s Petition is both procedurally and substantively invalid, and should be rejected.

L AT&T’S OPPOSITION TO THE TARIFF REVISIONS IS
UNTIMELY AND WITHOUTMERIT ===

AT&T's Filing is Untimely

On January 15, 1997, BA-MD filed proposed tariff revisions under Transmittal Number
989 to offer new payphone line access services.” BA-MD filed these tariffs and supporting cost
studies to comply with the orders of the Federal Communications Commission (“FCC”)
implementing the payphone provisions in Section 276 of the Telecommunications Act of 1996
(“the Act™).” Specifically, the FCC’s Payphone Orders required BA-MD to file, by January 15,

1997, state tariffs for the basic payphone access lines and network services that BA-MD would

' AT&T Petition at pp. 1-2, 10,
2 BA-MD also filed revisions to withdraw public and other payphone services from the.
tariffs in February 1997 under Transmittal No. 995, not “996” as indicated in the caption of
AT&T’s petition. At any rate, although this tariff Transmittal was included by AT&T in the
caption of its filing, AT&T does not discuss these withdrawals.

3

mm@mmwm CC Docket 96 128 B.:pgrt_ani.me FCC 96 388 (rel.
Sept. 20, 1996) (“Report and Order”), anp.cal_dmk.c:s.d sub nom., Illinois Public

[elecommunications Assn, v. FCC and United States, Case No. 96-1394 (D.C. Cir., filed Oct.
17, 1996), recon., FCC 96-439 (rel. Nov. 8, 1996) (“Reconsideration Order)”; Qrder, DA 97-678

(Common Carrier Bureau rel. April 4, 1997) (“Clarification Order”); Qrder, DA 97-791
(Common Carrier Bureau rel. April 15, 1997) (“CEI Approval Order”), Qrder, DA 805
(Common Carrier Bureau rel. April 15, 1997), Qrder (“New Services Order”) (DA 97-814)
Order. (Accounting and Audits Division rel. April 15, 1997) (“CAM Order”), (hereinafter,
collectively, the “Payphone Orders”)




e

use with its own payphone equipment to provide its payphone services on a deregulated basis,*
and to reclassify its payphones as deregulated customer premises equipment (“CPE”) bﬁl no later
than April 15, 1997. The FCC required that these intrastate tariffs be effective by no later than
April 15, 1997, and that they be cost-based, nondiscriminatory, and consistent with the
requirements of Section 276 of the Act.’ The FCC left the review of these tariffs to the states.’
Under the tariffs ‘ﬁled with Transmittal 989, Network Controlled Coin Lines (“NCCL")
and Network Controlled Non-Coin Lines (“NCNL”) are included within BA-MD’s Pay
Telephone Line tariff. These access lines constitute the underlying network services that BA-
MD h;s used and will subscribe to in the future in operating its network-controlled (“dumb”)
payphones as a deregulated service. The tariffs made NCCL and NCNL lines available to both
BA-MD and unaffiliated payphone service providers under the same terms and conditions.
BA-MD’s proposed tariff revisions were initially presented to the Commission at its
Administrative Meeting on February 19, 1997. An attorney for People’s Telephone, an
independent payphone service provider, appeared at this meeting and requested additional time
to review and respond to the filing. In consideration of this request, the Commission deferred its
decision until March 5, 1997, to permit this intervenor an opportunity to file its comments.

Peoples Telephone Company did not file any comments, however, and at the Commission’s

) Reconsideration Qrder at §163.

W
s The FCC held that “LECs are not required to file tariffs for the basic payphone line for
smart and dumb payphones with the Commission. We will rely on the states to ensure that the
basic payphone line is tariffed by the LECs in accordance with the requirements of Section 276.”

Payphone Reconsideration Qrder at §163.



‘\_/

March 5, 1997 Administrative Meeting, requested yet another extension. The Commission
rejected that request and approved the tariffs.’

AT&T did not raise any objections to BA-MD’s filing at any time prior to or during the
Commission’s March 5, 1997, Administrative Meeting. Instead, over three weeks later, on
March 28, 1997, AT&T filed its Petition urging the Commission to rescind its approval and
suspend the tariffs.

AT&T offers no explanation or excuse for its delay., AT&T has been an active
participant in the proceedings before the FCC and was fully informed of the critical dates for the
filing and review of state tariffs." This Commission should, therefore, reject AT&T’s petition as
untimely.

Objections to Rates are Unsupported

AT&T offers no support for its speculation that the BA-MD rates for payphone access
line services “appear to be artificially high.” (AT&T Petition at p. 6) BA-MD submitted full
cost support for its rates for the NCCL and NCNL lines which demonstrate that the rates ar;

cost-based, just and reasonable. Also, as noted in the Staff Comments, the rate for the COCOT

7 The Commission Staff had filed comments recommending approval of the tariffs and

indicating that BA-MD was “submitting the filing as the first phase of replacing regulation with
competition in the payphone telephone industry.” Comments of the Telecommunications
Division re BA-MD Transmittal No. 989 (TE-1866) February 12, 1997. The Staff Comments
also recited the provisions of Section 276 prohibiting a regional Bell operating company from
subsidizing its payphone service from exchange or exchange access operations and from
discriminating in favor of its own payphone service. Id

B The Payphone Reconsideration Order specifically provided that state tariffs were to be
filed by January 15, 1997, not April 15, 1997, as AT&T represents in its Petition. (AT&T
Petition at p. 3) Thus, AT&T should have been fully aware that tariff filings, if any, would have
been filed by January 15, 1997.



(Customer Provided Coin Operated Telephone) line used by BA-MD’s compet.itors to operate
“smart” payphones is idcnﬁcal to the single'business line rate and is less than the new NCCL and
NCNL rates.” Thus, the rates that BA-MD competitors will pay for COCOT lines are lower than
the rates that BA-MD will charge itself for NCCL and NCNL lines.

AT&T has made no showing justifying the suspension of tariffs based on the rates
established. Rather, AT&T’s new found interest in these tariffs is simply an attempt to delay and
avoid its own legal obligation to provide BA-MD fair compensation for usage of BA-MD’s
payphones for AT&T calls. o |

New Services Test

AT&T asserts that BA-MD’s tariffs do not satisfy the FCC’s “new services test.” This is
not true. The “new services” test requires that the rate must, at a minimum, cover the direct costs

for the service.'

The test is otherwise not materially different from the state standard of “just
and reasonable” rates.'> The new services test requires the establishment of reasonable rates, but

the FCC indicated that the test is flexible and it did not dictate that any particular costing

methodology or specified loading be applied.13

> Staff Comments at page 4.

10 Effective April 15, 1997, AT&T and other IXCs must collectively pay $45.85 per month
per payphone to compensate for the dial-around calls to IXCs placed from these phones. BA-
MD’s eligibility for this compensation required compliance with a seven point checklist,

including having effective state tariffs by April 15, 1997.
"' 47CFR §6149

2 Ant. 78 §69(a)

12 47 C.F.R. §61.49; Amendments of Part 69 of the Commission’s Rules Relating to the

Creation of Access Charge Subelements for Open Network Architecture, CC Docket No. 89-79,



As mentioned above, BA-MD submitted cost data to the Commission for the NCCL and
NCNL lines. Those studies contain the direct costs for these lines and demonstrate that the
applicable rates are just and reasonable. Moreover, in compliance with the FCC’s érder of April
15, 1997, BA-MD will conclude its review of both these and pre-existing tariffs, and file any
revisions as may be required by the FCC’s established deadline of May 19, 1997. If AT&T is
dissatisfied with any tariff changes proposed by BA-MD, it will have an opportunity 10 comment
at that time.

Accordingly, AT&T’s oppositions to the already approved tariffs as well as its request for

discovery and hearings should be rejected.

IL. The Reduction of CCL Charges to Remove Alleged Intrastate Subsidies is
either Requi vant to the Sufficiency o ariffs.

AT&T has confused and distorted the FCC requirements pertaining to the removal of
intrastate subsidies of payphone services. The Payphone Orders direct that each local exchanéé
carrier (“LEC”) must file any tariffs needed to remove any interstate or intrastate sussidies of its
deregulated payphone services.'"* Thus, if purchasers of non-payphone access o exchange
services had historically paid rates that were applied to recover the costs of maintaining and
operating payphones, such indirect cost subsidies were to be removed as part of the deregulation

of the LEC’s payphone service.

6 FCC Rcd 4524, (1991) 138. Nor did the FCC require that this Commission institute
extraordinary discovery or hearings as requested by AT&T. To the contrary, the FCC’s own
review of federal tariffs typically does not entail such proceedings.

4 Reconsideration Order at §163.



Nothing in the Act or the Payphone Orders indicates that the approval of tariffs for
payphone access lines should be conditi;;xed on the independent requirement that any existing
subsidies of payphone costs from exchange or access charges must be removed. NSr has AT&T
made any showing of how or why its claim for a CCL reduction has any bearing on the tariff
rates it has challenged. Therefore, the claim for reduction in CCL charges provides no basis for
suspension or investigation of the tanffs for payphone liﬁc services.

Moreover, AT&T’s arguments for a reduction in CCL charges are fatally flawed for the
following reasons. First, the requirement that carriers must now begin compensating BA-MD for
use of their payphones is not, as AT&T suggests, a direct “ofiset” for the reduction of federal or
state carrier common line charges. (AT&T Petition p.6). Second, the intrastate access charges
that carriers have paid in Maryland have not subsidized any portion of the intrastate costs of
operating BA-MD payphones. AT&T’s claim for a $15.5 million reduction in CCL charges is
based on the absurd notion that 100% of all intrastate payphone costs have been borme by IXCs
and totally disregards the direct charges that end users have paid. In reality, BA-MD’s intrastate
payphone costs have been recovered from payphone charges, principally coin revenue, and have
not been subsidized by any other revenue source or class of subscribers.

No Eguivalency between CCL and Call Compensation

Section 276 (b) provides that all payphone providers (LEC and nonLEC alike) are to be
compensated for each and every completed call. In the past, LEC payphone providers were not
permitted to receive the commissions for presubscribed calls or compensation for dial-aroux}d
access code calls that IXCs typically paid to independent payphone providers. Thus, while an

IXC, such as AT&T, could receive numerous revenue producing calls from a payphone that was



maintained and operated by BA-MD, it paid no direct fee for use and upkeep of the payphone
that had enabled such calls. s

The Payphone Orders establish a per call compensation (“PCC”) plan based on an initial
market-based default proxy of 35 cents per call. Beginning on October 7, 1997, this PCC will
apply to every completed call for which a payphone provider is not otherwise compensated,
including direct dialed calls using the presubscribed carrier and dial around calls using an access
code to reach other carriers, BA-MD will not only receive such PCC for its payphones, it will
also be required, as a carrier and operator service provider, to pay PCC to all payphone providers,
including AT&T, for BA-MD calls from their payphones. The obligation to pay PCC applies to
all carriers, not just IXCs.

In the interim, a flat monthly rate of $45.85 per payphone will be paid by IXCs as
compensation for 1-800 calls and dial around access code calls (e.g., 10XXX). This amount
represents an average of 131 dial around calls at the 35 cent PCC rate and does not include any
compensation for calls made to the IXC as the presubscribed carrier of a payphone. While tﬁc
FCC conditioned LEC eligibility for this compensation on removal of intrastate subsidies as well
as six other prcconditions,ls the compensation to be paid by [X{Cs was not calculated to offset or
correspond to the amount of any pre-existing subsidies from exchange or exchange access
services. It is, therefore, not surprising that AT&T cites no authority for its unfounded and
fanciful proposition that the FCC “has directed the LECs’ Common Carrier Charges be reduced

to offset that payment [$45.58).” (AT&T Eetin'gﬁ atp. 6)
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No Intrastate Subsidies Warranrin& CCL Reduction Exist

Section 276 of the Act and the Payphone Orders require removal of intrastate subsidies if
they exist, but no removal is warranted if such subsidies do not exist. AT&T’s argument for an
intrastate CCL reduction relies solely upon a superficial and failacious analogy to the removal of
payphone subsidies in the federal arena. Federal CCL charges have historically recovered an
interstate payphone rate element equivalent to 25% of the total payphone costs borne by BA-MD
in Maryland, and BA-MD has filed FCC tariffs to remove these costs.'® It does not follow that
the remaining 75% of costs that are allocable to the intrastate jurisdiction, estimated by AT&T as
$15.5 million, have been wholly subsidized by intrastate CCL access charges. (AT&T Petition at
p.9.)

The federal regulations identified pay telephone costs as an element of the carrier access
line charges.(47 CF.R. §69.4). This CCL payphone subsidy in the interstate jul:isdicﬁon under
FCC rariffs was not only explicit, but logical. IXCs typically provide and receive revenue for
interstate calls from payphones. These payphones serve as a sales channe] for the IXCs. BA-
MD had no means to recover interstate payphone costs from end user charges because it
generally provides only local or intrastate, intraLATA toll calls. Thus, access charges from the
IXCs who benefited from the “sales” of interstate calls made using these payphones were

appropriate and necessary to recover the associated costs allocated to interstate Lxsage.17

¢ BA-MD revisions to its FCC tariffs to remove this payphone element by reducing its

federal interstate CCL charges became effective on April 15, 1997.
7 BA-MD also imputed these charges to itself when it provided interstate calls such as in
the Hagerstown LATA between western Maryland and West Virginia.



For intrastate purposes, however, the situation is sighiﬁcantly different. The CCL
charges in Maryland do not contain any eif)licit rate element for payphone costs. Moreover, Bell
Atlantic has effectively been able to recover its costs through direct charges for payphone usage.
Bell Atlantic could and did charge end users for intrastate, intral ATA calls made from these
payphones. By definition, a subsidy could not have existed if these revenues received directly
from its payphone operations covered the intrastate costs for the operation of such payphones,
including the equipment, maintenance and collection costs. Revenues were derved from BA-
MD calls. The coin revenue that BA-MD received more than covered all intrastate payphone
costs so that not even an implicit subsidy from other revenue sources can be inferred.'®

The intrastate costs covered by BA-MD revenues were not limited to the costs
attributable to BA-MD calls. These payphone upkeep costs also enabled IXCs to receive
Intrastate, interLATA calls as well as intrastate local and toll dial around calls placed through
IXCs from BA-MD payphones. Yet, no mechanism for recovery for such intrastate IXC callls
existed, so there has been no subsidy or compensation for the value IXCs have received on an
intrastate basis from LEC payphones. Thus, BA-MD is not receiving a “windfall” as alleged by
AT&T; it s AT&T that had been enjoying the windfall and must now provide compensation for

the payphones just as AT&T has historically compensated independent payphone providers.

BA-MD will provide the Commission documentation of these costs. .
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Conclusion
Accordingly, BA-MD respectfully Submits that the Commission should deny AT&T’S
Petition in its entirety.
Respectfully Submitted,
BELL ATLANTIC - MARYLAND, INC.

By Its Attomneys

David K. Hall
Cecelia T. Roudiez

1 East Pratt Street, 8E
Baltimore, MD 21202
410-393-7725

April 22, 1997
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;:'E'_—:'- Cable & Wireless. Inc
== ,::‘;" :. 8219 Leesburg Pike
%‘5 - Vienna
= Virginia 22182

—_—"

Telephone: (703) 790-5300

CABLE & WIRELESS.INC. |

Via Federal Express
(601) 961-5489

August 13, 1997
Mr. Brian Ray EEEB
Ex.ec}xtiye Secretary _ A Ug
Mississippi Public Service Commission . 1 4 @97
550 ngh Street M’SS ry
U

Walter Siller State Office Bldg., 19th Floor
Jackson, Mississippi 39215-1174

Re: Mississippi P.S.C. Tariff No, 2
Dear Mr. Ray:

Cable & Wireless, Inc. (“CWI”), hereby submits for filing an original and ten (10) copies of
revised pages of its above-referenced taniff. Pages submitted with this filing are shown on the Check

Sheet located on 7th Revised Page 1.

97-UN- 497y

.—————> By this filing, CWI incorporates a surcharge for calls originated at payphones, to recover its
costs of payphone compensations, ordered by the Federal Communications Commission ("FCC"), in

FCC Docket No. 96128

Also enclosed is a receipt copy of this filing. Please dare-stamp the receipt copy and return it
to me in the enclosed self-addressed stamped envelope.

Should any questions arise regarding this filing, please do not hesitate to contact the

undersigned.
Respectfully submitted,
Etta L. Wolfe
Tariff Coordinator/Analyst
- (703) 734-4457
(Enclosures)

cc: Bill Wilkerson (w/encl.)
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CABLE & WIRELESS, INC.

Mississippi P.S.C. Tariff No. 2

7th Revised Page 1

Cancels 6th Revised Page 1

Check Sheet

The pages of this Tariff are effective as of the date shown at the bottom of each page. Original and revised pages as
named below contain all changes from the original Tariff that are in effect on the date hereof.

Tide Original 31 2nd
1 7th* 32 Ath
2 sth 33 2nd
3 2nd 34 Ist
4 Original 35 4th
5 Original 36 Ist
6 Original 37 Ist
7 Original 371 Original
. 8 Orniginal 38 3rd
9 Original 39 4th
10 Original 40 Sth® -
I Original 41 3rd
12 Original 41.1 2nd
13 1st 412 Ist
-14 Ist 413 Ist
15 Original 414 Original
16 Original 41.5 Original
17 Original 42 6th®
18 . Original 43 2nd
19 * ° Original 44 1st
20 Ist 45 Original
20.1 3rd 46 Original
202 3d
203 Ist
21 Original
22 Original
23 Original
24 2nd
25 2nd
26 2nd
27 Ist
28 3rd
29 3rd
30 4th
*Pages submitted with this filing.
Y
Issued: By: Effective:
August 14, 1997 Dorota A. Smith, Regulatory and Tariff Supervisor September 13, 1997

Cable & Wireless, Inc.
8219 Leesburg Pike
Vienna, Virginia 22182



